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As prices at the pump continue to plummet, it is only normal to wonder what unseen force is
behind the recent fluctuation in the price of crude oil and how long the SUV-friendly prices are here
to stay. The economic rollercoaster that a barrel of crude oil rides annually is driven by many factors,
the most fundamental of which is supply and demand.[i] Surprisingly, and contrary to what many
may believe, a solution to keeping the cost of gasoline down for good in the United States is to
export the supply of crude oil that we have elsewhere.
In 1975, Congress effectively banned exportation of crude oil through section 103 of the Energy
Policy and Conservation Act.[ii] The Act was passed due to the imposition of an embargo against the
United States by the Organization of Petroleum Exporting Countries, or OPEC.[iii] The reason for
this embargo was largely in response to the U.S. support of Israel in the 1973 Arab-Israeli War.[iv]
For four decades the ban has been in place, with allowance for only a handful of exceptions.[v] This
summer, the U.S. Senate Committee on Energy and Natural Resources advanced a bill that would
lift the forty-year-old ban, thus allowing the export of crude oil to nations not subject to U.S.
sanctions.[vi] On September 10th, The House Energy and Commerce Committee voiced their
approval of the bill, referred to as H.R. 702.[vii]  With U.S. oil production at a record high, support
has grown for the passing of a bill that would lift the ban and stimulate the market by channeling
crude oil to foreign buyers.[viii]
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At first glance, one might assume that the signing of such a bill would be to our detriment, and
sharing our supply of crude oil with foreign markets might drive the cost of gasoline up. However, a
recent study by the Obama administration found that lifting the ban would not raise domestic gas
prices, but may slightly lower them.[ix] The reasoning is simple; by lifting the ban on crude oil
exports, domestic oil companies will become motivated to increase production in order to take
advantage of higher prices in overseas markets.[x] This influx of oil to overseas markets would drive
global oil prices down, provided that foreign production is not reduced.[xi] This could reduce the
price of gasoline domestically, “because most U.S. retail gasoline is priced based on the global
benchmark rather than the national one.”[xii]
Until the publication of the Obama administration’s study, which favors lifting the ban for economic
benefits, some were unsure if the current administration would be willing to sign a bill that would
lift the ban on oil exports. Now, it seems the study was published to justify an imminent move to
start sending U.S. crude oil to foreign markets. With the development of new drilling technologies,
as well as alternative methods, such as hydraulic fracturing, we are no longer the energy-dependent
country of the late twentieth century.[xiii] In the coming months we could see a lift of the ban that
has been in place for forty years. The potential for such a move could mean a stimulated domestic
economy for the sector, and that our SUV-friendly gasoline prices are here to stay.
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